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Introduction 

A  fundamental  concern  of  the  Judge  Administration  has  been  and  is  to 
foster  employment  expansion  at  a  rate  sufficient  to  provide  jobs  for  all 
Montanans .   The  Administration  will  continue  to  encourage  business  develop- 
ment in  those  areas  that  have  under-utilized  human  and  natural  resource 
capacity  or  are  desirous  of  growth.   Under  no  circumstance  will  this  effort 
promote  increased  activity  that  is  either  publicly  unacceptable  or  environ- 
mentally unsound. 

Within  the  last  few  years  several  steps  have  been  taken  to  implement  a 
consistent  and  well-formulated  economic  policy.   The  1977  Legislature 
approved  and  funded  the  Governor's  Office  of  Commerce  and  Small  Business 
Development  which  provides  an  important  private  sector  advocacy  function. 
The  Governor's  Council  of  Economic  Advisors,  also  created  recently,  serves 
as  a  valuable  source  of  information  and  recommendations.   The  Governor's 
"Balanced  Growth"  program  represents  a  sincere  effort  by  state  government  to 
explore  the  full  range  of  state  policy  measures  which  could  contribute  to 
our  economic  welfare  while  maintaining  the  levels  of  environmental  and 
social  quality  desired  by  the  people  of  this  state. 

Many  of  the  changes  which  affect  the  future  of  Montana's  economy, 
however,  are  the  result  of  external  events  (national,  international,  climatic, 
etc.)  over  which  the  state  has  little  control.   Therefore,  any  development 
program  must  be  based  on  a  realistic  view  of  the  role  of  state  government. 
In  addition,  some  individuals  may  regard  any  government  involvement  in  the 
free  enterprise  system  as  an  infringement  on  business.   It  is  clearly  not 
the  intention  of  this  Administration  to  control  or  manage  business,  but  to 
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attempt  to  work  with  business  in  order  to  help  solve  or  ease  its  problems. 
Others  may  regard  state  assistance  as  a  panacea;  this  is  also  not  true. 
There  are  limits  to  what  state  government  both  can  and  should  do  to  insure 
employment  opportunities. 

Unlike  the  federal  government,  the  state  does  not  possess  the  monetary, 
fiscal,  or  regulatory  powers  necessary  to  influence  short-term  changes  in 
employment,  income,  production,  or  prices.   This  fact  must  be  recognized  and 
state  development  activities  must  reflect  a  concerted  effort  to  shape  the 
longer  term  factors  which  can  influence  employment  opportunities.   Such 
factors  will  often  include  the  more  subtle  measures  which  state  government 
can  employ  to  affect  business,  i.e.,  eliminating  paperwork,  improving  regu- 
lations, advocating  reasonable  land  use  criteria,  transportation  facilities, 
environmental  standards,  etc.   These  are  policy  measures  well  within  the 
scope  of  state  government. 

State  government  can  also  provide  sound  advice  to  new  businesses 
including  how  to  get  a  loan,  how  to  incorporate,  and  how  to  identify  a 
market  and  promote  a  product.   This  informational  function  continues  to  be 
of  prime  importance  to  both  expanding  or  new  enterprises  and  to  non-resident 
companies  which  have  an  interest  in  locating  in  Montana. 


The  Importance  of  Business 

The  welfare  of  any  locality,  state,  region,  or  nation  is  closely  tied 
to  economic  performance.   Without  modern  business,  our  lives  would  not  be 
the  same  and  without  business  growth  we  will  not  prosper.   As  individuals  in 
any  capacity,  we  cannot  afford  the  consequences  of  a  negative  attitude 
toward  business.   State  government  must  develop  an  improved  understanding  of 
business  since  it  is  business  which  supports  all  public  sector  functions. 
Government  must  begin  to  remove  all  unnecessary  impediments  to  bring  out  the 
best  characteristics  of  the  free  enterprise  system.   Environmental  require- 
ments and  other  forms  of  regulation  will  continue  to  be  essential  but  we 
must  approach  such  actions  with  reason  and  common  sense,  weighing  not  only 
the  environmental  costs,  but  the  economic  and  social  value  of  business  as 
well.   Within  our  democratic  process  it  is  imperative  that  business  play  a 
major  role  in  determining  the  outcome  of  governmental  policies  which  affect 
business.   Clearly,  the  effect  of  any  action  which  impacts  business  goes 
beyond  the  boardroom;  the  effects  are  felt  by  all. 


The  Need  for  Coordination 

Existing  state,  federal,  and  local  development  programs  appear  to  have 
often  been  ineffective.   Furthermore,  it  is  difficult  to  measure  the  impact 
(success  or  failure)  of  any  one  particular  agency  involved  in  economic 
planning,  research,  training,  or  promotion,  etc.   At  present,  there  are 
numerous  programs  within  the  broad  category  of  economic  development.   These 
include,  in  addition  to  the  Governor's  Office  of  Commerce  and  Small  Business 
Development,  programs  of  the  Old  West  Regional  Commission,  the  Economic 
Development  Administration,  the  Small  Business  Administration,  the  Farmers 
Home  Administration,  the  Montana  Chamber  of  Commerce,  certain  functions  of 
the  Departments  of  Highways,  Labor  and  Industry,  Community  Affairs,  and 
Business  Regulation,  and  dozens  of  local  development  groups  or  corporations. 
Given  the  number  as  well  as  the  fragmented  nature  of  many  of  these  programs, 
coordination  must  be  improved  if  any  of  the  goals  of  the  various  programs 
are  to  be  realized. 

This  coordination  requires  a  central  plan,  some  common  objectives,  and 
greater  reliance  of  one  agency  on  another.   One  of  the  principal  reasons  for 
the  Governor's  Balanced  Growth  program  is  to  reduce  interagency  conflicts 
and  improve  the  order  and  organization  of  common  activities.   Several  federal 
agencies  including  the  Small  Business  Administration  and  the  Farmers  Home 
Administration  have  also  expressed  the  need  for  the  state  to  develop  general 
guidelines  for  its  economic  development  activities  so  that  their  efforts  are 
consistent  with  the  desires  of  Montana  State  Government.   This  is  a  healthy 
sign  since  they  too  realize  the  need  to  focus  and  direct  their  resources  in 
a  common  effort.   Several  local  agencies  have  expressed  a  similar  desire. 

We  are  not  suggesting  major  new  organizational  structures  or  programs, 
since  the  major  problem  may  be  one  of  not  being  able  to  fully  utilize  what 


5 

wr  now  have  for  lack  of  direction.   Clearly,  any  reasonable  attempt  to 
improve  coordination  will  result  in  greater  efficiency.   Our  suggestions, 
therefore,  are  rather  straightforward. 

First ,  there  exists  a  need  to  coordinate  the  goals,  policies,  and 
regulatory  functions  of  state  agencies  which  affect  economic  development 
within  Montana. 

Second ,  there  exists  a  need  to  channel  State  and  Federal  technical 
assistance  resources  into  those  areas  which  most  need  the  assistance. 

Third,  there  exists  a  need  for  State  and  Federal  agencies  to  develop 
common  criteria  for  making  economic  development  loans,  loan  guarantees,  and 
grants  within  Montana. 

Fourth,  there  exists  a  need  to  improve  upon  the  business  information 
function  of  government. 

Fifth,  there  exists  a  need  to  develop  a  coordinated  economic  development 
research  and  analysis  function  within  the  state. 

These  five  broad  suggestions  are  developed  in  detail  later.   In  addition 
to  administrative  reasons,  the  need  for  a  comprehensive  development  plan  is 
largely  one  of  economics.   The  following  sections  develop  an  honest  appraisal 
of  this  need. 


An  Overview  of  Montana's  Economy 

Historically,  Montana's  economic  role  has  been  the  specialized  one  of 
providing  raw  materials  for  the  national  marketplace.   As  a  result  of  the 
state's  natural  resource  base,  the  economy  has  been  largely  resource-  rather 
than  market-oriented,  so  the  importance  of  manufacturing  products  for  final 
consumption  has  been  relatively  low.   In  addition  to  such  natural  factors, 
this  resource  orientation  has  been  partly  reinforced  by  geography  and  the 
resultant  relatively  poor  access  to  national  markets.   Without  any  doubt, 
the  resource-based  industries  (agriculture,  mining,  and  wood  products)  have 
provided  and  will  continue  to  provide  the  basis  for  the  long  term  develop- 
ment of  the  state.   In  all  likelihood  these  industries  will  determine  the 
future  of  Montana.   Concentration  in  these  industries  has  not  been  accidental, 
but  rather  the  result  of  natural  market  forces. 

The  relative  importance  of  the  primary  industries,  however,  has  changed 
over  time.   Perhaps  the  most  dramatic  long-term  historical  change  which  has 
affected  not  only  Montana  but  the  nation  as  well  has  been  the  gradual  shift 
in  employment  composition.   At  the  turn  of  the  century  nearly  everyone  was 
employed  in  some  form  of  primary  production,  while  today  the  situation  is 
quite  different,  with  more  employment  in  the  service  and  trade-related 
sectors . 

These  changes  are  readily  apparent  in  Montana's  employment  data.   Since 
1970,  the  primary  sectors  (agriculture,  mining,  and  manufacturing)  have 
declined  by  approximately  2  percent.   Over  this  same  period,  secondary 
employment,  largely  trade,  services,  and  government,  grew  by  nearly  40 
percent.   Even  though  overall  employment  increases  were  much  better  than  we 
have  ever  experienced  before,  we  are  concerned  about  the  stagnant  nature  of 


the  primary  industries.   Although  national  increases  in  primary  employment 
h;iv('  been  moderate,  the  trend  has  at  least  been  improved,  whereas  in  Montana 
it  has  not. 

There  are  several  factors  which  have  contributed  to  this  uneven  growth. 
First,  primary  sectors  have  steadily  become  more  capital  intensive,  requiring 
fewer  workers  to  produce  either  the  same  or  an  expanded  amount  of  output. 
Second,  the  labor  force  has  rapidly  grown,  particularly  in  certain  age 
groups.   For  example,  in  Montana  the  number  of  individuals  between  the  ages 
of  eighteen  and  twenty-two  increased  by  54  percent  from  1970  to  1977. 
During  the  same  period,  total  state  population  increased  by  slightly  less 
than  10  percent.   Third,  there  are  far  more  married  women  working  today  to 
supplement  family  income  than  there  were  just  a  few  years  ago. 

With  more  people  looking  for  work,  and  fewer  required  in  the  primary 
sectors,  it  is  not  surprising  that  secondary  employment  grew  rapidly.   And, 
as  income  increased  in  both  the  primary  and  secondary  sectors,  this  further 
stimulated  the  demand  for  more  and  more  secondary  employment. 

Substantial  structural  changes  have  occurred,  but  the  fact  still  remains 
that  the  state's  future  growth  is  directly  tied  to  the  health  of  the  primary 
sectors.   Without  the  exporting  industries  there  would  be  no  secondary 
employment,  and,  without  an  increasing  stimulus  from  the  exporting  industries, 
it  is  doubtful  that  service  and  trade  growth  will  expand  indefinitely. 

In  spite  of  the  stagnant  primary  employment  base,  total  employment  in 
Montana  has  grown  nearly  twice  as  fast  during  this  decade  as  during  the 
1960s.   Many  of  these  new  jobs,  however,  are  part-time  and  relatively  low- 
paying.   Neverthless,  the  increases  were  sufficient  to  more  than  offset  the 
declines  in  population  through  out-migration  which  plagued  the  entire  state 
in  the  1950s  and  1960s,  forcing  many  young  and  talented  people  to  leave.   We 
are  concerned  that  any  further  declines  in  primary  employment  may  again 


result  in  ouL-migraLion .   It  should  be  emphasized  that  our  intention  is  not 
to  stimulate  employment  for  any  other  reason  than  to  insure  that  employment 
growth  is  as  fast  as  natural  population  growth,  i.e.,  births  exceeding 
deaths . 

Very  few  economists  within  Montana  expect  any  significant  growth  in 
primary  employment.   What  is  important,  however,  is  that  Montana  does  not 
lose  any  primary  jobs.   In  certain  circumstances,  the  loss  of  a  primary  job 
may  have  a  compounding  effect.   Frequently,  an  entire  family  is  dependent  on 
one  primary-related  income.   Also,  when  a  primary  job  is  lost,  there  is  an 
indirect  effect  on  spending  and  income  in  other  sectors  such  as  trade, 
services,  and  government.   As  a  result,  the  loss  of  primary  employment  may 
create  a  chain  effect  of  greater  magnitude  than  the  original  cause. 

While  population  and  employment  growth  have  been  favorable  for  the 
state  in  the  1970s,  per  capita  income  has  not  fared  as  well.   Since  I960, 
Montana  per  capita  income  has  been  roughly  10  percent  lower  than  the  national 
level.   The  periodic  ups  and  downs  in  per  capita  income  have,  for  the  most 
part,  been  the  result  of  variations  in  farm  income.   But  even  during  a 
"good"  agricultural  year,  our  average  incomes  are  still  significantly  less 
than  the  national  norm. 

Part  of  this  consistent  difference  is  explained  by  the  fact  that  we 
have  relatively  fewer  people  working  in  Montana  than  elsewhere.   We  also 
have  a  heavy  concentration  in  industries  which  are  declining  nationally  and 
have  very  little  value  added  during  manufacturing,  i.e.,  we  export  most 
products  in  unprocessed  form. 

Furthermore,  there  is  no  real  indication  that  prices  in  Montana  are 
lower  than  the  national  norm,  which  means  that  the  Montana  dollar  buys  no 
more  than  elsewhere.   Some  individuals  have  also  suggested  that  we  as 
Montanans  receive  a  degree  of  intangible  income  through  the  "good  life": 
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clean  air  and  water,  mountains,  an  uncrowded  lifestyle,  and  a  slower,  more 
relaxing  pace  of  life,  than  the  urban  areas  of  the  country.   This  may  be 
true,  but  intangible  income  does  not  buy  groceries. 

Although  Montana's  overall  economic  performance  has  improved,  Montana 
is  by  no  means  what  could  be  called  a  "growth  state."   While  population 
estimates  by  the  Census  Bureau  indicate  that  more  individuals  are  coming 
into  Montana  than  leaving,  much  of  the  state's  population  growth  is  the 
result  of  natural  causes:   births  exceeding  deaths.   In  essence,  the  state 
is  presently  growing  at  its  natural  rate.   This  growth,  however,  has  not 
been  uniform  and  has  been  limited  to  a  few  areas  of  the  state.   Many  other 
areas  are  still  declining.   Primary  employment  is  still  in  jeopardy  and  per 
capita  income  too  low. 
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Current  Economic  Problems 

Montana's  current  economic  problems  can  be  categorized  into  three  broad 
areas:   1)   uncertainty  in  the  primary  sectors  as  a  result  of  economic 
events  that  are  often  beyond  Montana's  direct  control,   2)   uneven  growth 
from  area  to  area,  and   3)   lack  of  diversification. 

The  Governor's  Office  of  Commerce  and  Small  Business  Development 
estimates  that  as  many  as  12,000  primary  jobs  could  be  in  jeopardy  within 
the  next  few  years  as  a  result  of  federal  actions,  outmoded  technology, 
energy  shortages,  poor  management,  natural  resource  depletion,  or  difficulty 
in  meeting  environmental  standards.   Clearly,  this  figure  of  12,000  jobs  is 
not  a  projection  which  suggests  that  these  many  jobs  will  be  lost.   The  list 
is  comprised  of  some  of  the  major  industrial  firms  and  federal  installations 
within  the  state,  and  is  used  to  focus  the  efforts  of  that  office  on 
industries  and  localities  which  have  an  uncertain  future. 

Examples  of  such  problems  include  the  bankruptcy  of  the  Milwaukee  Road, 
the  proposed  Bonneville  Power  Administration  rate  changes,  timber  management 
policies  and  wilderness  designation,  energy  demand,  copper  prices  and  imports, 
and  agricultural  export  policy.   These  are  issues  which  require  careful 
research  on  the  part  of  state  government  in  order  to  effectively  present 
mitigating  alternatives  or  solutions.   These  issues  will  not  disappear  and 
must  be  faced  head-on. 

Although  the  state  as  a  whole  has  experienced  relatively  rapid  growth 
during  this  decade,  there  are  many  distressed  areas  within  Montana  that 
warrant  special  attention.   Such  regions  generally  share  common  charac- 
teristics including  out-migration,  high  unemployment  rates,  slow  employment 
growth,  low  per  capita  income,  and  high  government  subsidy,  i.e.,  state  and 
federal  transfer  payments. 
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The  following  five  factors  were  used  to  develop  an  initial  list  of 
areas  for  discussion  purposes.   A  county  was  defined  as  distressed  if  four 
of  the  five  characteristics  were  present. 

1)  Out-migration  since  1970 

2)  Unemployment  higher  than  the  1977  state  rate 

3)  Slower  than  average  employment  growth  (1970-1977) 

4)  Transfer  payments  (as  a  percent  of  income)  higher  than  the  1975 
state  average 

5)  Per  capita  income  lower  than  1976  national  level 
The  following  counties  fit  this  sorting  scheme: 

Big  Horn  Mineral 

Carter  Musselshell 

Cascade  Park 

Deer  Lodge  Powell 

Glacier  Ravalli 

Granite  Silver  Bow 

Lincoln 
These  are  areas  within  Montana  which  are  still  declining  and  deserve 
special  attention  on  the  part  of  state  and  federal  government.   Furthermore, 
projections  of  future  employment  potential  by  the  Office  of  Commerce  reveal 
that  nearly  one-half  of  the  counties  in  Montana  will  very  likely  experience 
substantial  out-migration  within  the  next  twelve  years  (through  1990),  since 
employment  expansion  is  expected  to  be  less  than  natural  population  growth. 

It  is  our  contention  that  these  areas  will  face  a  "job  gap,"  meaning 
that  there  will  be  insufficient  employment  opportunities  to  support  the 
resident  population. 

The  following  table  provides  a  projection  of  the  likely  job  gap  and 
out-migration  levels  by  county.   For  example,  if  Silver  Bow  County  were  to 
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halt  ouL-migratioii  by  1990,  2700  new  jobs  would  have  to  be  created  over  and 
above  that  county's  likely  employment  growth. 

All  projections  were  derived  from  the  Montana  Alternative  Simulation 
System  ^operated  by  the  Department  of  Community  Affairs.   Although  this  model 
indicates  that  more  individuals  will  move  to  the  sta.te  as  a  whole,  many 
counties  are  likely  to  experience  slow  employment  and  population  growth. 
Presumably,  in  order  to  remain  in  the  state,  many  residents  in  these  slow 
growth  areas  will  find  it  necessary  to  relocate  in  the  faster  growth  areas 
such  as  Billings,  Helena,  Missoula,  etc. 


JOB  GAP 
1990 


County 

Silver  Bow 

Deer  Lodge 

Cascade 

Glacier 

Dawson 

Hill 

Lincoln 

Blaine 

Toole 

Richland 

Sheridan 

Chouteau 

Beaverhead 

Pondera 

Valley 

McCone 

Big  Horn 

Fallon 

Powder  River 

Phillips 

Custer 

Judith  Basin 

Fergus 

Liberty 

Carter 

Teton 


Number  of  Jobs 

2700 
2100 
1800 
1800 
1400 
1200 
1100 
1000 

900 

800 

800 

700 

700 

600 

600 

600 

500 

500 

500 

500 

400 

300 

300 

300 

200 

200 


Out-Migration 

6800 

4400 

4000 

4100 

2700 

2500 

2800 

2100 

1500 

1500 

1400 

1400 

1700 

1400 

1500 

900 

1300 

1000 

1000 

1100 

800 

600 

700 

600 

400 

600 


Many  of  the  counties  contained  in  the  previous  two  lists  have  an  employ- 
ment base  which  is  heavily  concentrated  in  industries  with  very  little 
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employment  growth  either  here  or  nationally.   Often,  the  industrial  base  is 
tied  to  natural  resources,  which  are  controlled  by  federal  standards.   Most 
of  the  time,  there  is  limited  manufacturing  with  very  little  value  added 
prior  to  export.   These  are  areas  which  need  greater  industrial  diversifi- 
cation to  become  economically  viable.   The  State  of  Montana  should  attempt 
to  assist  these  areas  and  help  solve  their  problems. 
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Development  Plan  Goals 

Since  the  state  neither  owns  nor  controls  the  market  system,  economic 
policies  must  be  formulated  within  an  aggregate  framework.   The  Administra- 
tion actively  supports  the  following  general  goals  and  development  plan  to 
accomplish  those  goals. 

The  Montana  economy  should  be  as  self-sufficient  and  independent 
as  possible,  with  the  accumulation  of  capital  occurring  on  a  self- 
sustaining  basis. 

Montanans  should  have  expanded  opportunities  to  own  and  manage 
their  own  competitive  business  enterprises. 

Jobs  should  be  available  for  Montanans  that  are  sufficient  to 
avoid  unacceptable  levels  and  patterns  of  unemployment  in  the  state  and 
that  provide  opportunities  for  meaningful  and  satisfying  work. 

Jobs  and  business  activity  should  be  distributed,  to  the  degree 
possible,  in  a  manner  that  avoids  excessive  growth  in  areas  limited  in 
their  capacity  to  absorb  growth.   Growth  should  be  encouraged  in  areas 
that  desire  and  have  the  capacity  for  additional  growth. 

The  income  gap  between  Montana  and  the  rest  of  the  nation  should 
be  progressively  reduced. 

Montana  should  influence  the  major  corporate  or  federal  decisions 
that  affect  the  development  of  resources  in  the  state. 

A  strong  agricultural  base,  with  dispersed  ownership,  should  be 
retained.   Prime  agricultural  resources  should  be  protected  from 
unnecessary  diversion  to  other  uses. 
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The  Development  Plan 

This  plan  is  composed  of  several  components:   1)   improved  coordination 
of  policy  and  regulations,   2)   technical  assistance,   3)   investment 
financing,  4)   business  promotion,  and   5)   research  and  analysis.   Each  of 
these  functional  areas  is  discussed  separately. 
1 .   Coordination 

A.   The  Governor's  Balanced  Growth  Committee  will  be  responsible  for 
reducing  interdepartmental  conflicts  in  goals,  policies,  and  business  regu- 
lation and  licensing  procedures.   This  effort  will  focus  attention  on  specific 
and  well-defined  objectives  which  will  include  the  development  of: 

1)  A  single-stop  business  licensing  program  to  eliminate  the  need  for 
retail  stores  to  obtain  various  permits,  licenses,  etc.,  from  a 
variety  of  state  agencies.   A  pilot  program  will  first  be  tested 
with  grocery  stores.   The  results  of  this  test  will  determine  the 
feasibility  of  extending  the  program  to  other  types  of  business. 
Reason  ...  to  reduce  unnecessary  paperwork. 

2)  A  pilot  program  to  estabish  a  single  state  agency  to  handle, 
process,  or  disperse  to  other  agencies  all  necessary  forms,  permits, 
etc.,  involved  in  subdivision  requirements.   Reason  ...  to 
reduce  unnecessary  paperwork. 

3)  In  addition  to  the  two  previous  attempts  to  reduce  paperwork,  the 
Balanced  Growth  Committee  will  suggest  other  areas  where  regulation, 
permits,  and  auditing  procedures  can  be  simplified  or  handled  by  a 
single  agency. 

U)        The  Committee  will  begin  to  explore  how  conflict  between  state 

agencies  can  be  reduced  and  will  suggest  a  reporting  mechanism  to 
allow  one  agency  to  be  aware  of  any  action  related  to  economic 
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development  which  may  affect  or  be  in  conflict  with  the  respon- 
sibility of  another  agency.   Reason  ...  to  reduce  inconsistent 
or  redundant  action. 

B.  The  Governor's  Office  of  Commerce  and  Small  Business  Development 
will  be  designated  as  the  primary  liaison  agency  for  responding  to  all 
business  complaints  brought  against  the  state.   In  addition,  this  office 
will  be  directed  to  accomplish  the  following  tasks: 

Produce  a  workable  scheme  in  cooperation  with  federal  agencies  involved 
in  economic  development  affairs  which  will:   1)  focus  state  and  federal 
expenditures  (grants,  loans,  technical  assistance,  etc.)  in  those  areas 
which  are  distressed,  and   2)  arrive  at  common  criteria  for  making 
economic  development  loans  which  will  emphasize  primary  employment. 
Reason  ...  to  channel  state  and  federal  funds  into  those  areas  which 
need  assistance  most  and  to  provide  guidance  concerning  what  type  of 
loans  should  be  made. 

C.  The  Office  of  Commerce  in  cooperation  with  the  Department  of  Labor 
and  Industry  and  Department  of  Community  Affairs  will  be  responsible  for 
developing  data,  analysis,  and  a  consistent  response  to  out-of-state  business 
inquiries.   This  is  to  include  a  mechanism  for  determining  the  general 
acceptability  of  any  business  which  has  an  interest  in  locating  in  Montana. 
Reason  ...  to  objectively  describe  the  state  and  what  it  has  to  offer  and 
to  screen  unacceptable  business.   In  addition,  a  well-formulated  and  profes- 
sional response  to  such  inquiries  may  have  a  favorable  impact  on  attracting 
new  businesses. 

2.    Technical  Assistance 

A.   The  Office  of  Commerce  will  be  responsible  for  providing  professional 
management  and  financial  advice  to  Montana  businesses  who  seek  assistance 
from  the  state.   Frequently,  this  advocacy  function  will  require  other  forms 
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of  .iss  i  sLance* .   WIkmi  LIus  is  necessary,  this  office  will  act  as  a  liaison 
between  business  and  those  in  the  private  sector  (bankers,  financial  and 
management  firms,  etc.)  that  can  assist  in  resolving  business  problems. 
Emphasis  will  be  placed  on  businessmen  helping  businessmen.   Efforts  will  be 
continued  to  establish  an  SBA-sponsored  Small  Business  Development  Center  in 
Montana,  utilizing  the  technical  skills  and  resources  of  University  faculty 
to  assist  small  business. 

B.  The  Office  of  Commerce  will  produce  in  cooperation  with  other  state 
and  federal  agencies  a  list  and  description  of  how  technical  assistance 
funds  are  being  spent  and  will  offer  recommendations  as  to  how  such  monies 
should  be  spent  to  increase  benefits  and  stimulate  development. 

C.  The  Departments  of  Community  Affairs,  Highways,  and  Labor  and 
Industry  will  present  an  analysis  of  their  current  community  programs  and 
their  effectiveness.   This  is  to  include  planning  functions,  capital  invest- 
ment, and  training  programs.   Recommendations  will  be  made  in  future  economic 
development  plans  to  improve  such  programs  and  to  target  future  efforts  in 
distressed  areas. 

3.    Investment  Financing 

Business  financing  will  continue  to  be  the  charge  of  our  banking  system. 
New  or  expanding  business  ventures,  however,  are  often  too  risky  for  our 
banking  system  to  accept.   Clearly,  bankers  are  required  to  protect  the 
interests  of  their  depositors.   Sometimes,  this  means  that  business-related 
loans  are  foregone  to  safer  security-related  investments.   The  Administration 
supports  the  development  of  new  sources  of  financing  that  bridge  this  gap. 
We  suggest  that  the  following  steps  be  taken  to  stimulate  venture  loans: 

A.    Full  legislative  support  of  the  Montana  Product  Development  Cor- 
poration, to  "stimulate  and  encourage  the  development  of  products 
and  inventions  within  Montana."   This  proposal,  a  product  of  the 
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B.  A  profile  of  community  industrial  data  to  be  used  by  businesses 
for  site  location. 

C.  A  new  business  information  packet  to  explain  and  describe  the 
reporting  procedures  for  state  and  federal  compliance  --  tax 
withholding,  tax  estimation,  incorporation  procedures,  workers' 
compensation,  unemployment  insurance,  health  and  safety  regulations, 
as  well  as  accounting  practices,  affirmative  action,  licensing  and 
permit  requirements,  etc.   The  handbook  would  be  designed  for  new 
business  enterprises  who  may  not  be  aware  of  governmental  require- 
ments involved  in  setting  up  a  business. 

D.  Helping  businesses  find  suitable  locations  which  meet  their  needs. 
This  will  include  an  inventory  of  available  industrial  sites 
within  the  state. 

5 .    Research  and  Analysis 

The  Office  of  Commerce,  the  Department  of  Labor  and  Industry,  and  the 
Montana  Bureau  of  Business  and  Economic  Research  will  be  responsible  for 
determining  practical  and  applied  research  projects  to  be  conducted  by  the 
state . 

A.  Current  research  projects  and/or  positions  which  appear  to  serve 
no  purpose  will  be  abandoned  on  the  recommendation  of  this 
committee. 

B.  The  committee  will  reorganize  research  functions  so  as  to  maximize 
federal  funding  potential  as  well  as  benefits  to  the  state. 

C.  The  committee  will  suggest  projects  that  will  best  serve  Montana 
business.   Proposed  projects  under  consideration  include: 

1)    Import  Substitution  Study  -  Often  called  an  "industrial  linkage" 
study,  this  effort  will  be  used  to  review  the  possibilities  for 
increasing  manufacturing  sales  within  Montana.   It  is  based  on  the 
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assumption  that  there  is  no  reason  for  a  Montana  manufacturer  to 
import  a  product  (an  input  to  his  manufacturing  process)  if  that 
product  is  produced  within  the  state,  assuming  that  the  quality, 
quantity,  and  price  are  realistic.   The  study  would  also  identify 
the  potential  for  further  processing  in  Montana  of  Montana 
industrial  products,  with  the  goal  of  adding  as  much  value  as 
possible  in  Montana  prior  to  export. 

2)  Determinants  of  Economic  Development  Study,  Part  I  -  The  intent  of 
Part  I  of  this  study  is  to  focus  economic  development  activities 
of  state  government  on  those  employment  sectors  that  appear  to  be 
most  realistic  for  Montana,  i.e.,  the  fifty  or  so  industries  with 
a  strong  chance  of  succeeding  in  Montana  (and  which  present  no 
serious  environmental  or  resource-utilization  conflict).   Metho- 
dology of  the  study  will  include  analysis  of  common  industrial 
location  factors  such  as  transportation  costs,  labor  costs,  taxes, 
and  utility  rates.   This  initial  analysis  will  be  used  to  provide 
factor  weights  for  an  industrial  screening  matrix  similar  to  those 
employed  by  Nebraska,  Washington,  and  Missouri.   Finally,  the 
study  will  analyze  all  industries  at  the  4-digit  S.l.C.  level, 
utilizing  the  factor  weights  to  identify  industries  with  high 
potential  for  Montana,  screening  out  non-feasible  industries. 
Industries  with  high  potential  will  be  more  closely  evaluated. 

3)  Timber  Management  Study,  Part  I  -  Over  the  1980-1981  biennium,  the 
two  parts  of  this  study  will  evaluate  the  impact  on  the  Montana 
economy  of  timber  management  decisions  being  made  by  the  U.S. 
Forest  Service  and  by  state/private/corporate  owners  of  timberland. 
The  study  will  focus  on  the  impact  of  decisions  regarding  the  pace 
of  timber  harvests  and  the  intensity  of  re-farming  and  second  and 
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third  growth  management.   Part  I,  to  be  completed  in  FY  1980,  will 
concentrate  on  the  U.S.  Forest  Service. 
^)   Determinants  of  Economic  Development  Study,  Part   II  -  Part  I  of 

this  study  is  intended  to  identify  industries  with  a  high  potential 
for  Montana,  "screening  out"  non-feasible  industries.   Once  the 
high-potential  industries  have  been  identified  and  evaluated,  Part 
II  of  the  study  will  analyze  principal  factors  affecting  the 
ability  of  Montanans  to  own  and  operate  a  successful  industrial 
enterprise.   Among  these  factors  will  be  the  ability  to  secure  and 
cultivate  management  expertise,  the  availability  of  suitable 
technology,  identification  of  markets,  access  to  markets,  and  the 
ability  to  attract  capital  —  particularly  equity  capital. 

5)  Timber  Management  Study,  Part  II  -  Part  I  of  this  study  will 
analyze  the  impact  on  the  Montana  economy  of  U.S.  Forest  Service 
decisions  in  the  areas  of  pace  of  timber  harvest  and  intensity  of 
re-farming.   Part  II  of  the  study  will  concentrate  on  analysis  of 
similar  decisions  made  by  state,  private,  and  corporate  owners  of 
timberland. 

6)  Transportation  Facilities--Cost  and  Supply  -  Analysis  done  by  the 
Office  of  Commerce  during  1978  indicates  that  Montana  ranks  43rd 
among  the  48  contiguous  states  in  respect  to  cost  of  access  to 
major  markets  (only  five  states  have  higher  costs).   Abandonment 
of  portions  of  the  Milwaukee  Road  would  cause  additional  problems. 
This  study  will  analyze  the  current  supply  and  cost  of  all  major 
forms  of  transportation  available  in  Montana,  including  pipelines 
and  transmission  lines,  as  well  as  developing  trends  and  the 
potential  indicated  by  new  technologies.   The  study  will  identify 
major  problems  and  suggest  solutions. 
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7)    Services  Available  for  Small  Business  -  A  publication  reviewing 
state,  federal,  and  private  sector  programs  available  to  assist 
new  or  expanding  firms  --  to  include  programs  of  the  Small  Business 
Administration,  Economic  Development  Administration,  Farmers  Home 
Administration,  Center  for  Innovation,  Office  of  Commerce,  Montana 
International  Trade  Commission,  Old  West  Regional  Commission,  etc. 

Conclusions 

Economic  development  is  necessary  for  many  areas  in  Montana,  but  by  no 
means  must  imply  environmental  degradation.   In  order  to  effectively  cope 
with  the  myriad  of  complex  economic  decisions  which  we  face,  the  state  must 
maintain  a  small  but  qualified  staff  of  professionals  to  keep  abreast  of 
such  things  as  potential  plant  closings,  BPA  rate  changes,  federal  resource 
management  decisions,  etc.,  and  to  always  have  an  open  ear  for  business 
problems.   Without  such  sound  advice,  economic  policies  of  the  state  will 
falter. 

Our  recommendations  are  by  no  means  an  attempt  to  further  meddle  in  the 
affairs  of  the  private  sector.   We  hope  only  to  begin  to  help  resolve  a  few 
of  the  problems  faced  by  business  today.   If  our  state  is  to  prosper,  we 
must  begin  to  appreciate  the  nature  and  magnitude  of  business-related  issues. 
And  to  do  that,  we  must  establish  a  consistent  and  systematic  policy  to 
create  a  healthy  business  environment  in  our  state.   This  will  not  be  an 
easy  task,  but  it  is  time  to  begin. 


